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FEDERAL TRADE  COMMISSION
The FTC's F ra n c h is in g  and B usiness O p p o rtu n itie s  R ule i s  th e  s u b je c t  o f  a  s o l i c i t a t i o n
f o r  comments by th e  FTC to  de te rm in e  i f  th e  r u le  h a s  had a  " s ig n i f ic a n t  economic
im p a c t"  on s m a l l  e n t i t i e s  and  i f  i t  s h o u ld  b e  am ended o r  r e s c in d e d  ( s e e  th e  
2 /2 4 /8 6  Fed . Reg., pp. 6 4 2 1 -2 ). T h is  t r a d e  r e g u l a t i o n  r u l e  e n t i t l e d  " D is c lo s u re  
R e q u ire m e n ts  and  P r o h ib i t i o n s  C oncern ing  F ran ch is in g  and B usiness O p p o rtu n itie s  
V e n tu re s  "w as a d o p te d  in  1978, a c c o rd in g  t o  th e  FTC, in  r e s p o n s e  t o  e v id e n c e  o f  
d e c e p t iv e  and  u n f a i r  p r a c t i c e s  i n  c o n n e c t io n  w i th  t h e  s a l e  o f  c e r t a i n  ty p e s  o f  
b u s in e s s e s .  Comments m u s t b e  r e c e iv e d  b y  4 /2 5 /8 6 .  F o r f u r t h e r  in f o r m a t io n  
c o n ta c t John T if fo rd  a t  202/376-2805.
GENERAL ACCOUNTING OFFICE
S eventy-one  p e rc e n t o f  a l l  o f  GAP's work e f f o r t  fo r  th e  f i r s t  q u a r te r ,  f i s c a l  y e a r
1986, i s  in  response  t o  C o n g ress io n a l re q u e s ts  a s  c o n tra s te d  w ith  39% o f  th e  GPD
w ork  e f f o r t  i n  f i s c a l  y e a r  1981, a c c o rd in g  t o  te s t im o n y  by  C o m p tro l le r  G e n e ra l 
C h a r le s  A. B ow sher, CPA, b e f o r e  th e  L e g i s l a t i v e  B ranch  S u b c o m m ittee  , House 
A p p r o p r ia t io n s  C om m ittee  on 2 /2 5 /8 6 . Mr. B ow sher p r e s e n te d  th e  GAO's b u d g e t 
r e q u e s t  f o r  f i s c a l  1987, a  r e q u e s t  f o r  $349.6 m i l l i o n  t o  fund  5200 a v e ra g e  
p o s i t i o n s .  I n  r e s p o n s e  t o  S u b co m m ittee  C h airm an  V ic to r  H. F a z io  (D-CA), Mr. 
Bowsher e x p la in ed  how th e  GAD would d e a l w ith  th e  m andatory 4.3% budget c u ts  in  
1986 a p p ro p r ia tio n s  under Gramm-Rudman-Hollings. According t o  h i s  te stim o n y , th e  
GAO w ou ld  a b s o rb  th e  c u t s  by  i n s t i t u t i n g  a  h i r i n g  f r e e z e ,  r e d u c in g  t r a v e l ,  
t r a i n i n g  and  t im e - s h a r in g .  He a l s o  s t a t e d  t h a t  t h e  u se  o f  o u t s id e  c o n t r a c t o r s  
w ou ld  b e  c u r t a i l e d ,  Mr. B ow sher ack n o w led g ed  t h a t  k ey  t o  th e  GAO's p la n  was 
a n t ic ip a te d  a t t r i t i o n  o f  58 em ployees. I f  th e  GAD d id  n o t ach iev e  t h i s  a t t r i t i o n  
goa l, Mr. Bowsher sp e c u la te d  t h a t  a  1-2 day fu rlo u g h  o f  GAO em ployees m igh t occur 
l a t e r  in  t h i s  y e a r .
I n  h i s  re v ie w  o f  FY 1985 a c t i v i t i e s ,  Mr. B ow sher s t a t e d :  "1985 was an 
e x c e l l e n t  y e a r  f o r  GAO. We is s u e d  586 r e p o r t s ,  366 o f  w h ich  w ere  r e q u e s te d  by  
c o m m itte e s  and  m em bers o f  C o n g re ss . The q u a l i t y  and u s e f u ln e s s  o f  GAO's w ork 
c o n t in u e d  t o  im p ro v e , and we i n i t i a t e d  m a jo r  e f f o r t s  t o  im p ro v e  th e  fo rm a t and 
t im e l in e s s  o f  ou r r e p o r ts .  Most im p o r ta n tly  GAO reco m endations to  Congress and 
agency o f f i c i a l s  c o n tr ib u te d  to  improved governm ent o p e ra tio n s  in  numerous a reas . 
In  f i s c a l  y e a r  1985, GAO a g a in  d e m o n s tra te d  i t s  a b i l i t y  t o  sa v e  s i g n i f i c a n t  
d o l la r s  from  ag en c ie s ' program  and a p p ro p r ia tio n s  by id e n t i fy in g  $11 b i l l i o n  in  
m e a s u ra b le  s a v in g s .  I n  t h e  4 1 /2  y e a r s  t h a t  I  h av e  b e en  a t  GAO, o u r  w ork  h a s  
r e s u l t e d  i n  t o t a l  m e a s u ra b le  s a v in g s  o f  $26.7 b i l l i o n .  T hese  a r e  r e a l  d o l l a r s  
s a v in g s  in v o lv in g  b u d g e t r e d u c t io n s ,  c o l l e c t i o n s ,  and b e t t e r  u se  o f  a v a i l a b l e  
re s o u rc e s .
On th e  is s u e  o f  th e  Government A ccounting S tandards Board, Mr. Bowsher s ta te d  
t h a t  i t  s h o u ld  b e  c o n s id e r e d  a s  a  f i v e - y e a r  e f f o r t  and  w as w o rth y  o f  f i n a n c i a l  
s u p p o r t  from  th e  GAO. Mr. B ow sher e x p re s s e d  th e  hope  t h a t  in  t h e  f u t u r e ,  l o c a l  
g o v e rn m e n ts , s t a t e  g o v e rn m e n ts , and  th e  F e d e r a l  g o v e rn m en t a l l  u se  th e  same 
accounting principles. In response to a question from Rep. Fazio as to whether 
s t a t e  and lo c a l  governm ents w ere p ro v id in g  f in a n c ia l  a s s is ta n c e  to  th e  GASB, Mr. 
Bowsher s ta t e d  t h a t  ap p ro x im a te ly  40 had c o n tr ib u te d . Rep. F az io  a ls o  q u estio n ed  
a  b u d g e t  r e q u e s t  o f  $1 m i l l i o n  f o r  t h e  u se  o f  p u b l i c  a c c o u n t in g  f i r m s .  Mr. 
B ow sher re sp o n d e d  t h a t  h e  c o n s id e re d  th e  am ount l i m i t e d  i n  v iew  o f  t h e  many 
p r o je c ts  in v o lv in g  f in a n c ia l  a u d its ,  and he  s ta t e d  t h a t  th e  GAO ach iev es  an " ex tra  
c a p a c ity  u s in g  CPA firm s."  The 2 hour h e a r in g  concluded w ith  Rep. F azio  p led g in g  
t o  work w ith  th e  GAD to  i n i t i a t e  s te p s  which w i l l  focus on th e  s ta n d a rd iz a t io n  o f  
accoun ting  procedures and p r in c ip le s  w ith in  th e  F ed e ra l governm ent.
SECURITIES AND EXCHANGE COMMISSION
The SEC's F is c a l  Y ear 1987 budget re q u e s t  o f  $110,050,000 and s te p s  t o  ab so rb  th e
$4.77 m il l io n  s e q u e s tra t io n  re q u ire d  by Gramm-Rudman-Hollings a u to m a tic  d e f i c i t  
re d u c tio n s  in  th e  SEC's 1986 a p p ro p r ia tio n s  w ere d isc u sse d  by  SEC charim an John 
S.R. Shad in  te s tim o n y  b e fo re  a  House A p p ro p ria tio n s  Subcom m ittee can 2 /2 1 /8 6 . As 
re g a rd s  th e  Gramm-Rudman-Hollings c u ts ,  Chairman Shad s ta t e d  t h a t  i t  would have a  
m in o r e f f e c t  b u t  w ould  r e q u i r e  a  3% r e d u c t io n  i n  p e r s o n n e l ,  a  r e d u c t io n  i n  t h e  
re v ie w  o f  a n n u a l r e p o r t s  from  20% to  18%, and a 3% r e d u c t io n  in  e n fo rc e m e n t 
a c t i o n s .  In  h i s  sum m ation  o f  th e  p r i o r  f o u r  f i s c a l  y e a r s ,  C h airm an  Shad s t a t e d  
”. . . . th ro u g h  a u to m a tio n ,  p a p e rw o rk  r e d u c t io n ,  and  o t h e r  s t a f f  im p ro v em en ts  and  
s t a f f  i n i t i a t i v e s ,  each SEC d iv is io n  h as ach ieved  re c o rd  r e s u l t s ,  o r  th e  h ig h e s t  
r e s u l t s ,  o r  t h e  h i g h e s t  l e v e l s  i n  y e a r s ,  w i th  2% t o  5% l e s s  p e r s o n n e l .  S in c e  
1981, th e  annual volume o f: a p p e l la te  and o th e r  c a se s  h a s  been  in c re a se d  by  35%; 
enforcem ent a c t io n s  by over 40%; co rp o ra te  f i l i n g s  rev iew ed  by  o v e r 50%; b ro k e r-  
d e a l e r  o v e r s ig h t  e x a m in a t io n s  b y  o v e r  60%; s e l f - r e g u l a t o r y  o r g a n iz a t i o n s  
in sp e c tio n s  by over 70%; and in v estm en t company and a d v is e r  in s p e c tio n s  by  over 
100%." T u rn in g  t o  e n fo rc e m e n t, Shad s t a t e d  t h a t  o f  th e  269 e n fo rc e m e n t a c t i o n s  
b ro u g h t d u r in g  f i s c a l  1985, a  r e c o r d  54 (20% o f  t h e  t o t a l )  "w ere  r e s o u r c e  
i n t e n s i v e  f i n a n c i a l  d i s c l o s u r e  c a s e s ."  He w en t on : "A num ber w e re  p ro d u c ts  o f  
th e  1982 re c e s s io n  and th e  1983 "hot new issu e "  m arket. I t  i s  d u rin g  such p e r io d s  
t h a t  some co m p an ies  and  e x e c u t iv e s  a r e  m o st te m p te d  t o  cook th e  books."  
Subcom m ittee Chairman Rep. N eal Sm ith (D-IA) p ledged  to  work c lo s e ly  w ith  th e  SEC 
on t h e i r  b u d g e t r e q u ir e m e n ts  b u t  h e  h ad  n o te d  e a r l i e r  t h a t  " th e r e  i s  no 
a l t e r n a t iv e  b u t to  c u t in to  th e  m uscle o f  some agencies."
A C ong ress io n a l h e a r in g  on "SEC O versigh t"  h a s  been  schedu led  by th e  House Energy and
Commerce Subcom m ittee on Telecom m unucations, Consumer P ro te c t io n  and F inance, fo r
W ednesday, 3 /5 /8 6  b e g in n in g  a t  9 :30  a.m. T h is  S u b c o m m ittee , c h a i r e d  b y  Rep. 
Timothy E. W irth  (D-GD), p la n s  t o  h e a r  te s tim o n y  from SEC Chairman John S.R. Shad, 
th e  f o u r  SEC C o m m iss io n e rs , t h e  P r e s i d e n t  o f  t h e  N o rth  A m erican  S e c u r i t i e s  
A d m in is tra to rs ' A sso c ia tio n , and th e  U.S. G eneral A ccounting O ffic e . T opics fo r  
d is c u s s io n  cou ld  in c lu d e  th e  SEC's FY 1987 budget re q u e s t  o f  $110,050,000 and th e  
e f f e c t  o f  th e  Gramm-Rudman-Hollings s e q u e s tra t io n  o f  $4.77 m i l l io n  from  th e  SEC's 
FY 1986 a p p r o p r ia t io n s .  A n o th e r fo c u s  o f  th e  h e a r in g  c o u ld  b e  tw o  r e c e n t  GAO 
re p o r ts ,  req u e s te d  by Rep. W irth  on th e  " e f fe c t iv e n e s s  o f  s e l f - r e g u la t io n  in  th e  
s e c u r i t i e s  in d u s try " , in c lu d in g  a  s tu d y  o f  th e  SEC’s  r o le  in  o v e rsee in g  th e  s e l f -  
re g u la to ry  o rg an iz a t io n s . T h is h e a r in g  w i l l  be h e ld  in  Room 2322, Rayburn House 
O f f ic e  B u ild ing .
C e r ta in  T ra n sa c tio n s  Not Deemed A ssignm ents i s  th e  t i t l e  o f  a  n o tic e  o f  proposed  
ru le m a k in g  b y  th e  SEC ( s e e  th e  2 /2 7 /8 6  Fed . Reg., pp. 6 9 1 8 -2 0 ). I n  g e n e r a l ,  th e  
p ro p o sa l fo r  th e  r u le  under th e  Investm en t A dv isers  A ct o f  1940 w i l l  p ro v id e  t h a t  
a  t r a n s a c t io n  w hich does n o t r e s u l t  in  a  change o f  a c tu a l  c o n tro l  o r  management o f  
an in v estm en t a d v is e r  s h a l l  n o t be deemed an "assignm ent" re q u ir in g  c l i e n t  consen t 
f o r  p u rp o s e s  o f  t h a t  a c t .  Comments m u s t b e  r e c e iv e d  by  3 /2 1 /8 6 . F o r  f u r t h e r  
in fo rm a tio n  c o n ta c t Thomas Lemke a t  202/272-2030.
SMALL, BUSINESS ADMINISTRATION
In  an  e f f o r t  t o  s to p  th e  " im ag in a tiv e  use  o f  employment c o n tra c to rs "  by f irm s  t o  mask 
t h e i r  t r u e  s iz e  fo r  SBA s iz e  s tan d a rd s  pu rposes, th e  SBA h as is su e d  a  S ta tem en t o f  
G e n e ra l P o l ic y ,  SBA S iz e  P o l i c y  S ta te m e n t  No. 1 (se e  th e  2 /2 0 /8 6  Fed . Reg., pp. 
6099-6101). In  an  e x a m in a tio n  o f  i t s  p o l i c i e s  in  t h i s  a r e a ,  th e  SBA d e te rm in e d  
t h a t  a  num ber o f  c a s e s  d e a l t  w i th  em p lo y ees  p ro v id e d  b y  te m p o ra ry  em ploym ent 
ag en c ies  and o th e r  employment c o n tra c to r s  in  a  way which was o v e rly  m echanical and 
w h ich  h ad  th e  p o t e n t i a l  f o r  s u b je c t in g  SBA s i z e  d e te r m in a t io n s  t o  a b u se . In  
g e n e r a l ,  t h e  SBA w i l l  ex am in e  th e  t o t a l i t y  o f  th e  c i r c u m s ta n c e s  u n d e r w h ich  
b u s in e s s e s  h av e  o b ta in e d  em p lo y ees  from  em ploym ent c o n t r a c t o r s .  Among o th e r  
th in g s ,  th e  SBA w i l l  a p p ly  a  l i s t  o f  11 q u e s t io n s  t o  th e  e x i s t i n g  f a c t s  to
d e te rm in e  th e  t r u e  n a tu re  o f  th e  employee. For example, one q u e s tio n  a sk s: "Did 
th e  com pany d i s m is s  em p lo y ees  from  i t s  own p a y r o l l  and  r e p la c e  them  w i th  th e  
em ployees from any employment c o n tra c to r  involved? Were th ey  re p la ce d  soon a f t e r  
t h e i r  d ism is sa l? "  The e f f e c t iv e  d a te  o f  th e  SRA S ta tem en t i s  2 /20 /86 . For fu r th e r  
in fo rm a tio n  c o n ta c t David K ohler a t  202/653-6660.
TREASURY, DEPARTMENT OF
Taxpayers e n t i t l e d  t o  th e  s p e c ia l  c r e d i t  fo r  th e  e ld e r ly  may n o t be c la im in g  i t
a c c o rd in g  t o  a  2 /2 5 /8 6  an n ouncem en t fro m  th e  IRS. A su rv e y  l a s t  m onth o f  e a r l y
re tu rn s  a t  one IRS s e rv ic e  c e n te r  showed many peop le  e n t i t l e d  t o  th e  c r e d i t  f a i l e d  
t o  c la im  i t  b y  c o m p le tin g  and  a t t a c h in g  S c h e d u le  R t o  t h e  Form 1040 th e y  f i l e d .  
The c r e d i t  i s  a v a i l a b l e  t o  some lo w -in co m e  ta x p a y e r s  o v e r  age  65 and c e r t a i n  
d is a b le d  peo p le  under 65 who r e t i r e d  w ith  ta x a b le  d i s a b i l i t y  paym ents. Taxpayers 
o v e r  65 need  n o t  b e  d i s a b l e d  t o  c la im  th e  c r e d i t ,  IRS p o in te d  o u t .  H ow ever, 
acco rd in g  bo IRS, th e  c r e d i t  i s  g e n e ra lly  n o t a v a ila b le  to  tax p ay e rs  w ith  income 
h ig h  enough t h a t  s o c i a l  s e c u r i t y  b e n e f i t s  a r e  i n c l u d i b l e  i n  incom e. The IRS 
suggested  t h a t  tax ep ay e rs  who b e lie v e  th e y  may q u a l i fy  fo r  th e  c r e d i t  should  check 
th e  in s t r u c t io n s  fo r  Schedule R o r  c o n ta c t an IRS o f f ic e  fo r  tax p ay e r a s s is ta n c e .  
IRS w i l l  c o m p le te  th e  S c h e d u le  R f o r  ta x p a y e r s  i f  th e y  fo l lo w  th e  i n s t r u c t i o n s  
in c lu d e d  i n  th e  Form  1040 p a ck a g e . F o r m ore in f o r m a t io n ,  ta x p a y e r s  sh o u ld  g e t  
P u b lic a tio n  554, Tax B e n e f its  fo r  O lder A m ericans, by u sin g  th e  o rd e r  b lan k  o r  th e  
t o l l - f r e e  te lep h o n e  numbers in  th e  ta x  forms package.
SPECIAL: PUBLIC HEARING ON 1 9 8 6  TAX FILING SEASON BY WAYS AND MEANS SUBCOMMITTEE
The Ways and Means Subcom m ittee on O v ersig h t, c h a ire d  by Rep. J  .J . P ic k le  (D-TX) w i l l
h o ld  a  "H ea rin g  on t h e  1986 Tax F i l i n g  S eason" on T uesday , 3 /4 /8 6 , in  th e  M ain
Com m ittee H earing Room, 1100 Longworth House O ffic e  B uild ing , b eg inn ing  a t  9:30 
a.m. The Subcom m ittee w i l l  re c e iv e  te s tim o n y  from th e  Honorable Roscoe L. Egger, 
J r . ,  Com m issioner o f  th e  I n te r n a l  Revenue S e rv ice , who w i l l  be accom panied by  th e  
T ax p ay e r Ombudsman, J a c k  G. P e t r i e ,  and  r e p r e s e n t a t i v e s  from  i t s  o f f i c e s  o f  
R e tu rn s  and In fo rm a tio m  P r o c e s s in g ,  C om puter S e r v ic e s ,  and I n s p e c t io n .  In  
a d d it io n  th e  G eneral A ccounting O ffice  w i l l  r e p o r t  on i t s  in v e s t ig a t io n  in to  th e  
c u r re n t  o p e ra tio n  o f  th e  S e rv ic e  C en ters , which i t  h as conducted a t  th e  re q u e s t o f  
th e  Subcommi t t e e  on O v e rs ig h t.
F o r  f u r t h e r  i n f o r m a t i o n  c o n t a c t  G in a  R o s a s c o ,  S h i r l e y  H o d g s o n , o r  N ic k  N i c h o l s  a t  
2 0 2 /8 7 2 -8 1 9 0 .
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